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associated companies deal with and act for lawyers exclusively. 


A Federal District Court in Minnesota has set aside 
service of process upon the agent of an unlicensed foreign 
corporation designated under the Federal Motor Carrier 
Act, in a suit involving the company’s internal affairs, where 
the corporation was not doing business in the state. (See 
page 302.) 


The stockholder of a New York corporation, employed 
by a competitor, acting in good faith, was ruled entitled to 
inspect the corporate books and records, with the exception 
of those containing business or trade secrets and lists of cus- 
tomers. (See page 299.) 


The New Jersey Supreme Court has upheld the validity 
of the statutory exemption of personal property stored in a 


warehouse where goods are stored for hire, and has ruled 
that an actual warehouse is not essential to the warehousing 
of such property. (See page 307.) 
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Preparing stockholders’ lists — 
addressing notices of meetings 
— mailing annual statements — 
preparing and addressing and 
mailing dividend checks—and (in 
these days) observing all the 
special requirements of the gov- 
ernment about blocked accounts, 
sending notices or dividends to 
enemy-alien stockholders— 


such are but a few of the harassing details The 
Corporation Trust Company takes off the shoulders 
of a corporation’s staff when it is acting as the 
corporation’s Transfer Agent. 


Now, with the widespread losses of trained em- 
ployees—and more to be expected—is a good time 
to consider relieving the officers and directors 
of your company of the responsibilities attached 
to a company’s making its own transfers and 
keeping its own stock records. 
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Company, monthly, except in July, August, and September. Its pur- 
pose is to provide, in systematic and convenient form, brief digests of 
significant current decisions of the courts, and the more important 
regulations, rulings or opinions of official bodies, which have a bearing 
on the organization, maintenance, conduct, regulation, or taxation of 
business corporations. It will be mailed regularly, postpaid and with- 
out charge, to lawyers, accountants, corporation officials, and others 
interested in corporation matters, upon written request to any of the 
company’s offices (see next page). 

When it is desired to preserve The Journal in a permanent file, a 
special and very convenient form of binder will be furnished at 


cost ($1.50). 
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Having offices or representa- Having completely equipped 






tives in every state and territory transfer departments at the New 
of the United States and in the York, Jersey City and Wilming- 
District of Columbia and inevery ton offices we are able to serve 





province of Canada, we: at whichever office is preferred: 
















1—as Transfer or Co-Transfer 
Agent, or Registrar, for the se- 
curities of corporations ; 


1—obtain for lawyers, from 
ofaal sources, any official 
information the lawyer needs 
for incorporating or qualify- 
inga client inany jurisdiction: 









2—as a of Sonesta, Es- 









crow De Depositary 

for Reor, Sueaen > Committees, 

2—under the lawyer's direc- or Liquideci poss foe corpo 
tion, attend to all clerical rations bale dees 


details of incorporation or 
qualification as each different 
jurisdiction may require—fil- 
ing, recording, advertising, 
holding incorporators’ meet- 
ing, etc.; 




























The associated companies’ loose-leaf service division 


CommERc ce CLEARING House, Ino, 


NEW YORK CHICAGO WASHINGTON 
EMPIRE STATE BLOG, 214N. MICHIGAN AVE. MUNSEY BLDG, 


—compiles and publishes a complete line of Loose Leaf 


Services covering new business laws and taxes,. both 
Federal and State. 


Partial List of Fields or Topics Covered 


Federal Taxes + State and Local Taxes ~- Social 
Security + Liquor Control - Banking - Public 
Utilities + Securities - Insurance - Trade Regu- 
lation + Carriers - Aviation - Food, Drugs and 
Cosmetics + Bankruptcy - Warlaw ~< Chattel 
Mortgages + Conditional Sales - Labor + Trusts 
and Estates - Accountancylaw - Co i 

and Legislative Reporting + U. S. Supreme Court 
Reporting + Canadian Taxes + Inheritance Taxes 
Federal Administrative 











3—under the lawyer's direc- 
tion, furnish the statutory 
office or agent required for 
either domestic or foreign 
corporation in any jurisdic- 
tion: 


























4—-keep attorneys informed 
of all state taxes to be op 
and reports to be filed 

client corporation in he 
state of incorporation and any 
states in which it may qualify 
as a foreign corporation. 
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What Constitutes Doing Business 
Alaska 


The Compiled Laws of the Terri- 
tory of Alaska, 1933, as amended, 
contain provisions prohibiting for- 
eign corporations from engaging 
in business in the Territory with- 
out first registering to do business. 
Failure to register before engaging 
in business subjects a corporation 
to substantial money penalties and 
renders its contracts voidable at 
the election of the other parties to 
the contracts.’ 


It has been held that foreign cor- 
porations in Alaska are not pro- 
tected by the interstate commerce 
clause of the Federal Constitu- 


tion.? Therefore, where a foreign 


se 


corporation carries on “interstate 
commerce” with respect to Alaska, 
registration appears to be required. 
In the decision mentioned, a for- 
eign corporation solicited the order 
it sued upon through a traveling 
salesman in Alaska. This order 
was filled by shipping the goods 
into the Territory direct to its cus- 
tomer. The corporation was ruled 
unable to enforce its contract. 


It has been indicated in at least 
two decisions that the mere insti- 
tution of suit upon a claim in the 
courts of Alaska, by a foreign 


corporation not otherwise active 
there, is not to be regarded as the 
doing of business.* 


A single act or transaction of 
business in Alaska has been held 
not to amount to the doing of busi- 
ness so as to require the licensing 
of a corporation carrying out such 
a single act.* 


The Alaska decisions relating 
directly to the subject of “doing 
business” from the viewpoint of 
the necessity of qualification are 
few in number. In those decisions, 
the tendency of the courts is to 
follow, as far as possible, the rul- 
ings of the Supreme Court of the 
United States or of the State and 
Federal Courts. However, the far- 
reaching implications of the deci- 
sion first mentioned, indicating 
that “interstate commerce” activi- 
ties necessitate qualification on 
the part of a corporation further- 
ing them in Alaska, have appar- 
ently narrowed the field of 
litigation on the subject of what 
does and what does not constitute 
doing business in that Territory, 
so that it may perhaps be said that 
the statute requiring registration 
is subject to very few exceptions. 


1 Sections 941, 942, 943, 944, 945, 946 and 947. These sections were 
originally enacted by Congress, 31 Stat. L. 528, 529, Act of June 6, 1900. 


? Van Schuyver Co. v. Breedman, 5 Alaska Reports 260, appeal dis- 


missed, 225 Fed. 1023. 


* First National Bank of Seattle v. Fish et al.,2 Alaska Reports 344; 
Ross-Higgins Co. v. Protzman et al., 278 Fed. 699. 


* National Independent Fisheries Co. v. Juneau Cold Storage Co., 


6 Alaska 44. 
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Domestic Corporations 


New York. 





Sec. 61-a, Gen. Corp. Law, ruled applicable in proceeding by direc- 
tors, who had been successful in defending action against them per- 
sonally, when endeavoring to recover their expenses from the 
corporation for such defense, where that statute became effective 
after entry of judgment in trial court and before entry of judgments 
in appellate courts. In Randall, as Trustee of Bush Terminal Company 
v. Bailey et al., 288 N. Y. 280, 43 N. E. 2d 43, (The Corporation 
Journal, October, 1942, page 224), directors of Bush Terminal Com- 
pany successfully defended an action brought against them by a 
trustee of that corporation to hold them personally liable for having 
paid dividends out of capital in violation of Sec. 58 of the Stock 
Corporation Law. The directors then instituted this proceeding, 
by petition and order to show cause, to have the trial court, the 
New York Supreme Court, Special Term, New York County, assess 
against the corporation the expenses to which they were put in mak- 
ing such successful defense, and the corporation moved to dismiss. 
After the entry of the judgment of that court in the action brought 
against the directors, but during the pendency of the trustee’s appeals 
therefrom and before the entry of the judgment of either of the 
appellate courts, Chapter 350 of the Laws of 1941, inserting Sec. 6l-a 
in the General Corporation Law, was enacted and took effect, pro- 
viding, among other things, that the reasonable expenses incurred 
by directors in the successful defense of such an action “shall be 
assessed upon the corporation,” and “awarded as special costs of the 
action” and be “recoverable in the same manner as statutory taxable 
costs.” It wasalso provided: “This act shall take effect immediately 
and shall apply to all such actions, suits or proceedings as may be 
pending and in which no final judgment has been made or entered 
at the time this act takes effect.” The court denied the motion to 
dismiss the petition, concluding that the statute was applicable in 
this instance. It interpreted “final judgment” in the law as relating 
to the judgment of the court of last resort, remarking: “When, 
therefore, the legislature uses the term ‘final judgment’ in a statute 
having no relation to the right of appeal, I think it reasonable to 
suppose, in the absence of some token of a contrary intent, that it 
means that judgment which is final in the sense that it terminates 
the litigation because it is not subject to being reversed, i. e., the 
judgment of the court of last resort.” Application of Bailey et al., 37 
N. Y. S. 2d 275. Holthusen & Pinkham (Henry F. Holthusen and 
Spencer Pinkham, of counsel), of New York City, for petitioner 
Frank Bailey and others. Kellogg, Emery & Inness-Brown (David 
Paine and Francis D. Kolosky, of counsel), of New York City, for 
petitioner Title Guaranty & Trust Co. Hays, St. John, Abramson & 
Schulman (Arthur Garfield Hays, John Schulman, and Morris 


Shilensky, of counsel), of New York City, for respondent Bush 
Terminal Co. 
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Stockholder, acting in good faith, ruled entitled to inspect corporate 
records, although employed by a competitor. Recently, the New 
York Supreme Court, Monroe County, upheld a stockholder’s right 
to an examination of the books and records of his corporation, where 
it was shown that he had left the company’s employment for that of 
another company engaged in the same type of business. The court 
indicated that, as it was not convinced that the stockholder came 
before the court with improper motives or any unlawful purpose, he 
was entitled to an examination of the books and records of the cor- 
poration affecting its operations, with the exception of those contain- 
ing business or trade secrets and lists of customers, the examination 
to be held at the company’s place of business, where opportunity was 
to be given the stockholder and to his accountant during reasonable 
hours to inspect and to take extracts from the books and records to the 
extent outlined. Hughey v. Du Bois Press, Inc. et al., 37 N. Y. S.2d 343. 
Charles E. Bostwick (Joseph A. Kaufman of counsel), of Rochester, 
for petitioner. Merle L. Sheffer of Rochester, for respondents. 


Suit ordered dismissed where brought against directors to account 
for funds paid under compulsion to prevent interference with the cor- 
porate business, where plaintiffs’ showing was limited to the mere 
submission to an illegal exaction and to the payment made. Certain 
stockholders of defendant corporation sought to compel its directors 
to account for and restore to it $100,000. paid out of its funds to two 
labor union officials. Defendants contended that the money was 
extorted and paid under compulsion as a price exacted for freedom 
from ruinous and unlawful interference with the corporation’s busi- 
ness. Subsequent to the payment, and after the institution of this 
suit, the directors adopted a resolution indicating they had been fully 
informed of the circumstances surrounding the payments and their 
belief that it would be prejudicial to the best interests of the com- 
pany and its stockholders to bring suit against the past or present 
directors who had participated in the payments. The New York 
Supreme Court, Special Term, New York County, concluded from 
the evidence that the latter directors’ action did not violate the com- 
pany’s charter or by-laws and that the payments were made because 
of an honestly entertained belief that they were necessary to keep 
going the business for which the company was formed. The court 
indicated that it could not be laid down as a matter of law that direc- 
tors of a corporation as large as defendant, which had assets of over 
$100,000,000., are bound to examine into and inquire about every item 
of corporate expense appearing in the corporate records. It also con- 
cluded “that a payment of corporate funds by way of submission to 
an illegal exaction is not ipso facto or necessarily a diversion of such 
funds from legitimate corporate purposes and consequently is not 
ipso facto or necessarily a breach of the implied trust upon which 
such funds are held. Whether or not in any particular instance there 
should be submission and payment or stout resistance thus neces- 
sarily must rest in the discretion of the persons constituting the 
management of the corporation like other business questions in gen- 
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eral, and while abuses of that discretion undoubtedly may be reviewed 
and corrected by the courts, it would require something more than 
the mere fact of the submission and payment to call forth an exercise 
of the Court’s power, and the mere fact of submission and payment 
is all that plaintiffs here have.” The court ruled that all defendants 
were entitled to judgment dismissing the complaint upon the merits, 
Hornstein et al. v. Paramount Pictures, Inc. et al., 37 N. Y. S. 2d 404, 

Charter of membership corporation ordered vacated where forty 
per cent of contributions and dues were paid out as solicitors’ com- 
missions. On application by the Attorney General of New York, the 
Supreme Court, Special Term, New York County, recently vacated 
the charter and annulled the charter of a New York membership cor- 
poration, whose purposes included the purchase and donation of 
ambulances and field kitchens to the American and Canadian armed 
forces engaged in overseas service. Investigation by the Attorney 
General revealed, among other things, that forty per cent of the sums 
collected in the form of contributions and membership dues was 
used, not to effectuate the organizations avowed aims, but for the 
payment of solicitors’ commissions. The court regarded such opera- 
tion of an enterprise of this nature as “a shabby subterfuge to enable 
its creators to realize profits, through the medium of a membership 
corporation,” and granted a motion of the Attorney General to vacate 
the charter and annul the corporate existence of the defendant. Bennett, 
Atty. General, v. American-Canadian Ambulance Corps, Inc., 37 N. Y.S. 
2d 470. John J. Bennett, Jr., Atty. General, (Oscar S. Mann, of New 
York City, of counsel) for the motion. Hyman Frank, of New York 
City, for respondent. 


Ontario. 


Proxy containing restriction on voting power ruled invalid as 
contrary to statute; quorum at shareholders’ meeting constituted by 
persons and not by shares. Plaintiff trust company, whose proxy 
representing 13,780 shares, had been rejected at a special share- 
holders’ meeting, sought to have a resolution adopted at that meet- 
ing for the voluntary winding up of respondent Ontario company 
declared invalid. The Ontario Court of Appeals observed that the 
Ontario Companies Act, R. S. O. 1937, c. 251, s. 52 (4) read: “An in- 
strument appointing a proxy may be according to Form 5 or such other 
form as may be prescribed by the by-laws of the corporation and shall 
not contain anything but the appointment of the proxy or a revocation of 
a former instrument appointing a proxy.” It also noted that the 
plaintiff’s proxy contained a statement that it was “subject to the 
attached restriction” and that a restriction attached indicated that 
the proxy was not to be “voted, exercised or used for any purpose 
inconsistent with the provisions or purposes of the Indenture dated 
as of the Ist day of May, 1939, from Western Ontario Natural Gas 
Co. Ltd. (No Personal Liability) to Montreal Trust Co. or any 
deed supplemental thereto.” The court ruled that the proxy was 
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contrary to the statute quoted and was therefore invalid. It was 
submitted, by counsel for the plaintiff that on prior occasions when 
meetings of shareholders were held, a proxy in the form questioned 
and ruled invalid had been allowed and was voted and acted upon 
and that in this way the holder of the shares had been lulled into 
security. On this, the court expressed the view “that prior errors 
of judgment on the part of the company in allowing and acting upon 
invalid proxies could not by any possibility abrogate the statute 
and give validity to the proxy here in question, which on its face 
is in violation of the prohibition created by the statute.” It was 
also objected that the resolution was invalid because there was a 
lack of a quorum at the meeting. “At the moment of passing the 
resolution it appears from the minutes,” said the court, “that there 
were present in person at least six shareholders (probably more). 
The appellant’s contention is that to constitute a quorum 51% of 
the total shares issued and outstanding must have been represented 
at the meeting in person or by proxy. The respondents’ submission 
is that in the present case the quorum is adequately and legally con- 
stituted by persons not by shares. The Companies Act does not 
require that any particular number of shares must be represented in 
order to form a quorum for the passing of such a resolution as this; 
neither does the charter nor the by-laws. Consequently the per- 
centage of shares represented at the meeting at the moment when the 
resolution was passed has no bearing and if only two shareholders 
attend, the quorum is complete according to the common law rule as 
stated by Mr. Justice Hope in the Court below. The voting power 
of shares arises only when a poll is demanded.” Montreal Trust Co. 
v. Oxford Pipe Line Co. Ltd. et al., (1942) 3 D. L. R. 619. D. L. 
McCarthy, K. C., for appellant, plaintiff; G. W. Mason, K. C., and 
T. M. Mungovan, for respondents, defendants. 
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Virginia. 


a a 


Plan of reorganization providing for new corporation and transfer 
of assets of old company for stock of the new corporation and assump- 
tion by the latter of the old company’s debts and liabilities, held not 
to effect a liquidation of the old company. At the time of the reorgan- 
ization of appellant company, to which appellee stockholders dissented, 
it had outstanding four classes of stock, namely: First Preferred, 
Second Preferred, Class C. Preferred and Common, all of the par 
value of $100. The plan called for the formation of a new corpora- 
tion. The old company was to sell all of its assets (except its fran- 
chise) to the new corporation, which would issue the same number of 
shares as the old company had had, divided into the same classes, the 
par value of each share to be $100, except the common shares, which 
were to have no par value. In return for the shares in the old com- 
pany each stockholder was to receive a like number of shares of the 
corresponding class of stock in the new company. In addition to 
this, each preferred stockholder in the old company was to receive a 
certain number of shares of common stock in the new company. No 
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cash was to pass in this transaction so far as the stockholders were 
concerned. Neither was the new company to pay to the old com- 
pany any money. The consideration to the old company for its assets 
was to be stock in the new company and the assumption of its debts 
and liabilities. The requisite written consent of the stockholders was 
obtained, after notice, and the transaction was consummated on Janu- 
ary 23, 1939, and ratified by a meeting of the stockholders on January 
28, 1939. The appellee stockholders, stressing that their preferred 
stock certificates provided that the preferred stock was to be pre- 
ferred as to assets in liquidation, urged that the plan was really a 
liquidation of the assets of the old company—a view which had been 
adopted by the lower court. The Supreme Court of Appeals of 
Virginia, however, rejected this view and ruled that under the per- 
tinent statutes, Secs. 3820a and 3822 of the Code of Virginia, appellees 
were entitled to the fair cash value of their stock as of the day before 
the adoption of the plan. Craddock-Terry Co. et al. v. Powell et al., 
22 S. E. 2d 30. Kemp, Hobbs & Davidson of Lynchburg, for appel- 
lants. Meade & Talbott of Danville, for appellees. 


Foreign Corporations 


Minnesota. 





Federal District Court quashes service upon agent of unlicensed 
foreign corporation designated under Federal Motor Carrier Act, in 
suit involving company’s internal affairs, where corporation was not 
doing business in the state. Defendant corporation had been served 
by leaving a copy of the summons and complaint in a Minnesota 
State court action (which was later removed to the Federal District 
Court), with the person designated as process agent under the Fed- 
eral Motor Carrier Act. It was sought to compel the defendant to 
issue stock to plaintiff and to recover dividends thereon. The com- 
pany was not qualified to do business in Minnesota, did not conduct 
any business there and had no property or officers in that state. The 
United States District Court, District of Minnesota, Fourth Division, 
quashed the service. While indicating that the suit involved the cor- 
poration’s internal affairs, which the defendant asserted the action 
sought to regulate, the court did not place its ruling for declining 
jurisdiction on this ground, but, in referring to the designation of the 
agent under the Act, observed: “In disposing of this motion, it is 
not necessary to determine the exact scope or type of proceedings in 
which service upon the designated agent herein might be sustained. 
Suffice it to say, that Congress could not have intended that this 
statute should be resorted to for service of process in an action that 
does not have any relationship to and is not even remotely connected 
or concerned with the duties, acts or practices of the carrier in con- 
ducting the interstate business in which it is licensed under the Act. 
I am convinced that, when the language of the process statute is read 
in connection with the general purposes and objects of the Act, it 
seems reasonably clear that, when Congress used the language ‘in 
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any proceeding at law or equity brought against such carrier,’ it 
necessarily implied that such proceedings in law or equity must arise 
under or be in connection with or in relation to, the activities of the 
carrier in interstate transportation.” Madden v. Truckaway Corpora- 
tion, 46 F. Supp. 702. John M. Palmer and Stinchfield, Mackall, 
Crounse & Moore, of Minneapolis, for defendant. John J. McKasy 
and Thompson, Hessian & Fletcher of Minneapolis, for plaintiff. 


New York. 


Director of unlicensed foreign corporation, who failed to be re- 
elected, held entitled to inspect corporate books and records as they 
stood up to the election date and not subsequently. In Lavin v. J.C. 
Lavin Co., Inc. et al., 34 N. Y. S. 2d 947, (The Corporation Journal, 
November, 1942, page 256), the New York Supreme Court, Appellate 
Division, Second Department, ruled that the books and papers of an 
unlicensed foreign corporation, doing business in New York, were 
subject to inspection by a director of the corporation. The Supreme 
Court, Special Term, Queens County, has rendered an opinion in this 
litigation which indicates the extent to which a director, who fails to 
be re-elected, is entitled to examine the corporate records. Said the 
court: “Since it is conceded that the petitioner was a director until 
June 9, 1942, I am of the opinion that he is entitled to examine the 
books and records up to that date, for whatever responsibility was 
his as a director continued at least until that date, and said responsibility 
with respect to the affairs of the corporation up to that date does not 
cease by his failure of re-election.” The court concluded by stating 
that “in no event shall petitioner be entitled to inspection of any 
records subsequent to June 9, 1942.” Application of Lavin, 37 N. Y.S. 
2d 161. Kraushaar v. Kraushaar of New York City, for plaintiff. 
Leo E. Sherman of New York City, for defendants. 


Tennessee. 


Federal District Court upholds service of process upon district 
manager of unlicensed foreign corporation carrying on varied activi- 
ties in the district. Service of process upon defendant unlicensed 
Illinois corporation was upheld where it carried on, within the juris- 
diction of the United States District Court for the Middle District of 
Tennessee, activities as follows: Defendant had a salesman residing 
in the District who effected sales to dealers and distributors of the 
defendant and to contractors and other consumers. It also main- 
tained specialty salesmen who effected similar sales who, at times, 
traveled through the District. For a number of years defendant had 
shipped goods into Tennessee upon such orders obtained by its agents. 
It had on occasions, and over a considerable period of time, main- 
tained a stock of goods in Tennessee on consignment and at one time 
for at least a period of one and a half years its District Office was 
located in Memphis, Tennessee, from which it transacted business in 
Tennessee, receiving orders from its salesmen, passing on credits, 
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accepting and rejecting orders, collecting accounts and otherwise 
doing business in the state, the resident agent having authority to 
close the transaction where the sale came within credit limits assigned 
to the customer. The resident salesman also investigated and adjusted 
complaints. The contract of purchase out of which this litigation 
arose was concluded in Tennessee by defendant’s District Manager 
who had complete authority from defendant to conclude the contract, 
Service of process in the suit was made upon the District Manager 
while on business for the defendant in Nashville, Tennessee. Defend- 
ant also had a wholly owned Delaware subsidiary, licensed in Tennessee, 
having identical officers and directors as defendant, which acted for 
the parent company in Tennessee in performing engineering services 
for it. The court ruled that the defendant was doing business so as 
to be subject to service of judicial process and held that service upon 
defendant’s District Manager was legally effective as he was an agent 
of defendant corporation upon whom process could be legally served. 
Hopton v. United States Gypsum Co.,* United States District Court, 
Middle District of Tennessee, July 31, 1942. Commerce Clearing 
House Court Decisions Requisition No. 290369. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Tennessee, page 320. 


Texas. 


Federal District Court rules alien may sue Delaware company in 

a Texas Federal court, where it has a permit to do business in the 
state. Plaintiff, a citizen of the Republic of Mexico, residing in 
Hidalgo County, Texas, filed suit in the United States District Court, 
Southern District of Texas, Brownsville Division, seeking to recover 
damages in excess of $3,000 because of claimed injuries alleged to 
have been received in the District and Division of the court by plain- 
tiff having been struck and injured by an automobile driven on a 
public highway by an agent of defendant, a Delaware corporation 
licensed to do business in Texas. Defendant moved to dismiss the 
suit upon the ground that it was incorporated in Delaware, with its 
principal office and place of business there, and that it must be sued 
there. The court denied the motion to dismiss, saying: “While it 
is true that prior to the decision of the Supreme Court of the United 
States in Neirbo v. Bethlehem Corporation (308 U. S. 167, 84 L. Ed. 
167) and Oklahoma Packing Company v. Gas Company (309 U. S. 6, 
84 L. Ed. 537), it was regarded as settled that a suit of this character 
by an alien must be brought in the District of the domicile of Defend- 
ant, I think that under such decisions that is no longer the rule in 
Texas, where, as here, the Defendant has a permit Under Articles 
1529 to 1538 and Article 2031a, Vernon’s Annotated Texas Civil Statutes, 
to do business in Texas. See also Beard v. Continental Oil Com- 
pany (42 Fed. Supp. 310), McMaster v. Texas Gulf Producing Com- 
any, S. D. of Texas (— Fed. Supp. —), Andrews v. Cohen, S. D. of 
exas, decided December 17, 1941, and unreported.” Briseno v. Valley 
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Baking Company of Texas, United States District Court, Southern 
District of Texas, Brownsville Division, June 2, 1942. Commerce 
Clearing House Court Decisions Requisition No. 288259. J. C. Hall 
and H. L. Hall of Edinburg, for plaintiff. Strickland, Ewers & Wilkins 
and J. E. Wilkins of Mission, for defendant. 


Taxation 


New Jersey. 


State Supreme Court upholds constitutionality of exemption of 
personal property stored in a warehouse where goods are stored for 
hire and indicates that an actual warehouse is not essential to the 
warehousing of such property. Ina recent decision, the New Jersey 
Supreme Court had occasion to rule upon the validity of R. S. 54 :4-3.20, 
reading: “All personal property stored in a warehouse of any person, 
copartnership or corporation engaged in the business of storing goods 
for hire shall be exempt from taxation under this chapter.” The court 
observed that when the legislature classifies property for the purpose 
of taxation and exemption from taxation, “the discretion of the legis- 
lature is broad but such classification must rest upon substantial dis- 
tinction, must have a logical and reasonable basis, must include all 
property and omit none falling within the named classification.” It 
found that the statute met these tests and therefore dismissed a writ 
of certiorari to review the action of a county Board of Taxation dis- 
missing a petition on the ground that certain merchandise stored in 
accordance with the statute was exempt. Schwartz v. Essex County 
Board of Taxation et al.,* 28 A. 2d 482. Commerce Clearing House 
Court Decisions Requisition No. 289767. In another decision, the 
New Jersey Supreme Court, in construing the same statute, ruled, 
as properly exempted, coal stored in the open, within fenced areas, 
upon property leased by a corporation engaged in the business of 
storing goods for hire. The court indicated that an actual ware- 
house was not essential to such warehousing of goods and that the 
essential thing was that the possession of the goods warehoused be 
changed from that of their owner to that of the warehouseman. 
Pattison & Bowns, Inc. v. Township of Saddle River et al.,* 28 A. 2d 485. 
Commerce Clearing House Court Decisions Requisition No. 289768. 
Hobart, Minard & Cooper (Duane E. Minard, of counsel), for the 
prosecutor. Chandless, Weller & Kramer (Ralph W. Chandless, of 
counsel), for the defendants. 


* The full text of these opinions is printed in The Corporation Tax Service, 
New Jersey, pages 2326 and 2329, respectively. 


Pennsylvania. 


Registered foreign corporation, storing its goods in a public ware- 
house subject to withdrawal by its brokers, held doing business so as 
to be liable for the franchise tax. In an unusual case, the appellant, a 
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foreign corporation authorized to do business in Pennsylvania, insisted 
upon paying the franchise tax, while the Commonwealth contended 
the company was not liable. “The appellant’s desire to pay the Foreign 
Franchise Tax,” observed the Court of Common Pleas, Dauphin 
County, “may be explained by the fact that shares of a corporation 
liable for the Foreign Franchise Tax are not subject to the Personal 
Property Tax.” The only office the company had in Pennsylvania 
was a registered office which existed in compliance with certain statu- 
tory provisions. It stored sugar in a Pittsburgh public warehouse in 
itsown name. The sugar could be removed from the warehouse upon 
the order of the company’s brokers, who also represented other parties. 
All sales were made to persons or corporations residing in Pennsyl- 
vania. The question presented was whether the appellant was doing 
business in the state or had capital or property employed therein as 
would make it subject to the franchise tax. The court noted that the 
company was registered to do business in Pennsylvania and remarked 
that mere registration would not make it subject to the tax. “We 
think,” said the court, “the fact that the corporation’s sugar was sold 
from a public warehouse in Pennsylvania distinguishes this case from 
one in which a foreign corporation forwards merchandise to a com- 
mission merchant in Pennsylvania to be sold by the commission 
merchant.” The court concluded that the appellant was engaged in 
business in Pennsylvania and was liable for the franchise tax for the 
year in question. Commonwealth of Pennsylvania v. American Sugar 
Refining Co.,* Court of Common Pleas, Dauphin County, November 
9, 1942. Commerce Clearing House Court Decisions Requisition No. 
291058. Frank Sinon, Deputy Attorney General of Harrisburg, for 
the Commonwealth. Alton Lick of Harrisburg, for appellant. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Pennsylvania, page 936. 


Wisconsin. 


Sales of products by wholly owned Wisconsin subsidiary to its 
foreign parent corporation at less than normal market prices, held not 
to constitute declaration and payment of a dividend for purposes 
of privilege dividend tax. The taxpayer, a Wisconsin corporation, 
engaged in manufacturing shovels, cranes and drag lines, was wholly 
owned by a Delaware corporation, which sold and distributed a large 
part of the taxpayer’s products. The Department of Taxation alleged 
that the sales to the parent corporation during the period in question 
were at less than normal market prices, resulting in a benefit which 
the Department claimed was taxable as a dividend under the privilege 
dividend tax requirements. The Wisconsin Supreme Court rejected 
this view, concluding that the transactions did not disclose the attributes 
of adividend. “The term dividend,” said the court, “has a well settled 
meaning and it does not extend to commercial benefits to a stock- 
holder who buys the company’s products at a discount for the 
purpose of dealing in that merchandise.” Northwest Engineering Cor- 
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poration v. Wisconsin Department of Taxation,* 6 N. W. 2d 198. 
Commerce Clearing House Court Decisions Requisition No. 291161. 
John E. Martin, Atty. Gen., and Harold H. Persons, Asst. Atty. Gen., 
for appellant. Shea & Hoyt of Milwaukee and George E. Frazer of 
Chicago, Ill., (Ralph M. Hoyt of Milwaukee, of counsel), for 
respondent. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Wisconsin, page 1927. 


Appealed to The Supreme Court 


The following cases previously digested in The Corporation Journal have 
been appealed to Thé*Supreme Court of the United States.* 

CALIFORNIA. Docket No. 549. West Publishing Co. v. Superior Court 
et al., 128 P. 2d 777. (The Corporation Journal, December, 1942, page 
277.) Use Tax—jurisdiction for service of process over foreign cor- 
poration, with salesmen operating from offices in state who effected 
collections and adjustments of complaints of customers, in action by 
state for use taxes. Petition for certiorari filed, November 27, 1942. 

FeperRAL. Docket No. 22. Helvering, Commissioner of Internal 
Revenue v. Sprouse, 122 F. 2d 973. (The Corporation Journal, April, 
1942, page 158.) Federal income tax—stock dividend paid in non- 
voting common stock of corporation. Appeal filed, January 21, 1942. 
Certiorari denied, March 2, 1942. Petition for rehearing denied, March 
30, 1942. Order denying certiorari vacated, and petition for writ of 
certiorari granted, May 11, 1942. Argued, November 10 and 12, 1942. 

FepeRAL. Docket No. 66. Strassburger v. Commissioner of 
Internal Revenue, 124 F. 2d 315. (The Corporation Journal, March, 
1942, page 134.) Federal income tax—stock dividend in preferred 
stock declared by corporation which had only one class of stock out- 
standing, all owned by one person. Appeal filed, April 3, 1942. Certi- 
orari granted, May 11, 1942. Argued, November 10 and 12, 1942. 


* Data compiled from CCH U. S. Supreme Court Service, 1942-1943. 
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Regulations and Rulings 


KeNTUcKy—Sugar, stored in a Louisville warehouse and distrib- 
uted therefrom, has acquired a local taxable situs for property tax pur- 
poses in Louisville, irrespective of the fact that its owner resides in 
another county. (Opinion of Attorney General to Department of Rev- 
enue, Kentucky CT (Corporation Tax) Service { 20-701.) 

MaryLanp—Canned and processed farm products in the hands 
of a marketing co-operative corporation are manufactured goods sub- 
ject to the property tax and do not come within the exemption granted 
to agricultural produce. (Opinion, Attorney General to State Tax 
Commission, Maryland CT, § 24-013.) 

A full recordation tax must be paid on both a bill of sale of per- 
sonal property and the chattel mortgage executed for the purpose of 
obtaining the purchase money therefor, as each instrument is used for 
a separate and independent purpose. (Attorney General’s opinion, 
Maryland CT, § 48-529.) 

Missourtr—The Attorney General of Missouri has ruled that even 
though a person has been assessed on property which he owned or 
held in the State of Iowa on January 1, he is likewise liable for taxation 
upon such property owned or held in Missouri on the first day of June. 
(Missouri CT, { 20-601.) 

Montana—When a parent corporation absorbs its subsidiary cor- 
poration by merger, the subsidiary corporation ceases to exist, and 
such merged foreign corporation which has filed its charter or articles 
of incorporation with the Secretary of State, must pay fees based on 
the proportion of its capital stock employed in the State of Montana 
without receiving credit for like fees paid by the subsidiary corporation 
before its extinction. (Opinion of the Attorney General to the Secre- 
tary of State, Montana CT, { .040.) 

NortH Carotina—Purchases made by prime contractors and sub- 
contractors for and on account of the Federal government, with title 
to the property purchased passing directly from the vendor to the Fed- 
eral government, are not subject to sales and use taxes. (Opinion of 
the Attorney General, North Carolina CT, § 78-130.) 

A contractor may deduct upon his North Carolina income tax 
return any refunds of excessive profits which he voluntarily makes, 
as authorized by Section 403-C of the 6th Supplemental Defense Appro- 
priation Act, Public Law 528, 77th Congress, which provides for the 
renegotiation of contracts entered into by the Federal Government and 
various contractors, and the repayment of excess profits found to be 
due the Government. (North Carolina CT, J 15-007.) 

A New York corporation which has no business office in North 
Carolina, does not carry a stock of merchandise in the state, and 
restricts its activities to solicitation of orders which are accepted at 
offices outside the state and filled by shipments from points outside 
the state, is not doing business in North Carolina and is not liable for 
' a a tax. (Opinion, Attorney General, North Carolina CT, 

-002.) 
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Some Important Matters for 
January and February 


This Calendar does not purport to be a complete calendar of all matters 
requiring attention by corporations in any given state. It is a condensed calendar 
oi the more important requirements covered by the State Report and Tax Bulletins 
of The Corporation Trust Company. Attorneys interested in being furnished 
with timely and complete information regarding all state requirements in any 
one or more states, including information regarding forms, practices and rulings, 
may obtain details from any office of The Corporation Trust Company or C T 


Corporation System. 

ALaBAMA—Annual Application for Permit to do Business due on or 
before February 1.—Domestic and Foreign Corporations. 

Report of Resident Stockholders and Bondholders due on 

or before Fébruary 1—Domestic and Foreign Corporations. 

AtaskKa—Annual Report due within -60 days from January 1.— 
Domestic and Foreign Corporations. 

ArKANSAS—Franchise Tax Report due on or before March 1.— 
Domestic and Foreign Corporations. 


CaLirorNiA—Quarterly Retail Sales Tax Return and Payment due on 
or before January 15.—Domestic and Foreign Corporations. 
Returns of Information at the source and Returns of Tax 
Withheld at the source due on or before February 15.— 
Domestic and Foreign Corporations. 
Cotorapo—Returns of Information at the source due on or before 
February 15.—Domestic and Foreign Corporations. 


Connecticut—Annual Report due on or before February 15 (if corpo- 
ration was organized or qualified between January 1 and June 30 
of any previous year)—Domestic and Foreign Corporations. 

DeLawarE—Annual Report due on or before first Tuesday in January. 
—Domestic Corporations. 

District oF ColumBia—Annual Report due between January 1 and 
January 20.—Domestic Corporations. 

DomINIon oF CANADA—Returns of Information at the source due on 
or before February 28.—Domestic and Foreign Corporations. 

ILL1no1is—Annual Report due between January 15 and February 28.— 
Domestic and Foreign Corporations. 

InpIANA—Gross Income Tax Return and Payment due on or before 
January 31.—Domestic and Foreign Corporations. 

Returns of Information at the source due on or before 
January 31.—Domestic and Foreign Corporations. 

Returns of Withholding at the source due on or before 
January 31.—Domestic and Foreign Corporations. 


lowa—Quarterly Retail Sales Tax Returns and Payment due on or 
before January 20.—Domestic and Foreign Corporations. 

Kansas—Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 
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Kentucky—Returns of Withholding at the source due on or before 
January 31.—Domestic and Foreign Corporations. 

Louistana—Annual Report due on or before February 1.—Domestic 
Corporations. 

Capital Stock Statement due on or before March 1.—For- 
eign Corporations. 

Marine—Annual License Fee due on or before March 1.—Foreign 
Corporations. 

MaryLanp—Returns of Information at the source and Returns of Tax 
withheld at the source due on or before February 15.—Domestic 
and Foreign Corporations. 

MassacuusetTts—Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 

Minnesota—Annual Report due between January 1 and April 1— 
Foreign Corporations. 

Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 

Missouri—Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 

Annual Franchise Tax Report due on or before March 1.— 
Domestic and Foreign Corporations. 

Montana—Annual Report of Capital employed due between January 1 
and — 1.—Foreign Corporations qualified after February 
27, 1915. 

Annual Return of Net Income due on or before March 1.— 
Domestic and Foreign Corporations. 

Annual Report due on or before March 1.—Domestic and 
Foreign Corporations. 

New York—Annual Franchise Tax Report and Tax of Real Estate and 
Holding Corporations due between January 1 and March 1.— 
Domestic and Foreign Real Estate and Holding Corporations. 
Forms 41 CT and 42 CT, Art. 9 of the Tax Law. 

Returns of Information at the source and Returns of Tax 
Withheld at the source due on or before February 15.—Domestic 
and Foreign Corporations. 

Nortu Daxota—Quarterly Retail Sales Tax Return and Payment due 
on or before January 20.—Domestic and Foreign Corporations. 

Ouxn1o—Report to Department of Industrial Relations due during Janu- 
ary.—Domestic and Foreign Corporations employing three or 
more persons in Ohio. 

Retail Sales Tax Return and Vendors’ Excise Tax due on 
or before January 31.—Domestic and Foreign Corporations. 

Annual Franchise Tax Report due between January 1 and 
March 31.—Domestic and Foreign Corporations. 

Oxtanoma—Returns of Information at the source due on or before 
February 15.—Domestic and Foreign Corporations. 
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Orecon—Returns of Information at the source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 

PENNSYLVANIA—Report of Unclaimed Dividends, Credits, etc., due in 
January.—Domestic Corporations. 

Ruope IsLtanp—Annual Report due during February.—Domestic and 
Foreign Corporations. 

Corporation Tax Return due on or before March 1.— 
Domestic and Foreign Corporations. 

SoutH Carotina—Annual Statement due on or before January 31.— 
Foreign Corporations. 

Annual License Tax Report due during February.— 
Domestic and Foreign Corporations. 

South Daxota—Annual Capital Stock Report due before March 1.— 
Foreign Corporations. 

Texas—Annual Franchise Tax Report due between January 1 and 
March 15.—Domestic and Foreign Corporations. 

Unitep States—Returns of Information at the source due on or before 
February 15.—Domestic and Foreign Corporations. 

Utran—Returns of Information at the source due on or before Febru- 
ary 15.—Domestic and Foreign Corporations. 

VeRMONT—List of Stockholders due on or before January 31.—Domestic 
and Foreign Corporations. 

Returns of Information at the source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 

Annual Report due on or before March 1.—Domestic 
Corporations. 

Annual License Tax Return and Payment due on or before 
March 1.—Domestic and Foreign Corporations. 

Income (Franchise) Tax Return due on or before March 15. 
—Domestic and Foreign Corporations. 

Vircinta-——-Annual Registration Fee due on or before March 1. 
—Domestic and Foreign Corporations. 

Annual Franchise Tax due on or before March 1.—Domestic 
Corporations. 

West Vircinrta—Annual Business and Occupation (Gross Sales) Tax 
Return and Payment due on or before January 30.—Domestic 
and Foreign Corporations. 

Returns of Information at the source due on or before 
March 15.—Domestic and Foreign Corporations. 
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The Corporation Trust Company’s 


Supplementary Literature 


In connection with its various activities The Corporation Trust Company publishes the 
following supplemental pamphlets, any of which will be sent without charge 
to readers of The Journal. Address The Corporation Trust Company, 
120 Broadway, New York, N. Y. 


Contracts You Can’t Enforce. Some interesting case-histories which 
show the advisability of a contractor getting his lawyer’s advice 
before undertaking construction work outside his home state, even if for the 
federal government. 


After the Agent for Service Is Gone. What will happen then if suit is 


brought against the company? Some examples taken from actual 
court cases, with full texts of the final decisions. 


Delaware Corporations. Presents in convenient form a digest of the 
Delaware corporation law, its advantages for business corporations, 
the attractive provisions for non par value stock, and a brief summary of the 


statutory requirements, procedure and costs of incorporation—all reflecting the 
amendments adopted in 1941, 


Spot Stocks—and Interstate Commerce. Treats, in a general and 
informal way, of the relation between the carrying of goods in 
warehouses in outside states and the statutory obligations which that activity, in 
some states, places on the corporation owning the goods. 


What Constitutes Doing Business. (Revised to March 15, 1939.) A 
184-page book containing brief digests of decisions selected from 
those in the various states as indicating what is construed in each state as “doing 
business.” The digests are arranged by state, but a Table of Cases and a Topical 
Index make them accessible also by either case name or topic. There is also a 
section containing citations to cases on the question of doing business such as 
to make the company subject to service of process in the state. 


When a Corporation Leaves Home. A simple explanation of the 
reasons for and purposes of the foreign corporation laws of the 
various states, and illustrations of when and how a corporation makes itself 
amenable to them. Of interest both to attorneys and to corporation officials. 


Amendments to Delaware Corporation Law, 1941. Contains complete 


text of the amendments adopted at the 1941 session of the legislature, 
giving for each one a brief explanation of its purpose and effect. 


We've Always Got Along This Way. This is a 24-page pamphlet 
giving brief digests of cases in various states in which corporation 
officials who had thought they were getting along very well with statutory repre- 
sentation by a business employe suddenly found themselves penalized in unusual 


and often embarrassing ways: such as one company that had to pay its employe- 
representative’s alimony. 


What! We Need a Transfer Agent? Nonsense! The foregoing is the 


title of a pamphlet which describes in detail, with many illustrations, 
the exact steps through which a stock certificate goes in being transferred from 
one owner to another by an experienced transfer agent—purpose being te enable 
any corporation official to judge more accurately whether or not his own company 
should use the services of a transfer agent. 


Judgment by Default. Gives the gist of Michigan Supreme Court case 
of Rarden v. Baker and similar cases in other states, showing how 
corporations qualified as foreign in any states and utilizing their business em- 


ployes as statutory representatives are sometimes left defenseless in personal 
damage and other suits. 





Re: Sweeping “Wage 
and Salary Freeze Order” 


President Roosevelt’s Executive Order of October 3 under 
the new Wage Stabilization (“Anti-Inflation”) Law has tre- 
mendous significance for everyone concerned with the correct 
understanding and application of these far-reaching wartime 
controls over wages and salaries. 


Every industry and business, every employer and every em- 
ployee may be involved in this new regulation of wages and 
salaries. With the Policy now formulated and basic regula- 
tions already issued, definitive rulings and interpretations from 
the War Labor Board and the Treasury Department, officially 
charged with the administration of the Policy, are issuing day 
by day—vital to know about and follow. 


Get essential facts quickly, fully, regularly. It’s easy if you 
are a subscriber for “the complete reporter on labor law”— 


CCH LABOR LAW SERVICE 


Loose Leaf—Always Up-To-Date 


: 
Fr: 
i 
3 


Among the Features: Wage and Salary Stabilization, Federal Wage 
and Hour Law, Wagner National Labor Relations Act, Walsh-Healey 
Act, Related Federal Laws—Non-technical Explanation of Laws and 

* Regulations—Helpful Annotations—Pointed Editorial Comments— 
Regulations and Rules in Full Text—Procedure and Practice before 
NLRB—State Labor Laws—Thoroughly Indexed: Topical Indexes, 
Cumulative Indexes—Tables of Cases—Finding Lists—New Matters, 
etc.—Four Handy Loose Leaf Binders—Tabbed Guides. 


Note: Pertinent court decisions originally reported currently in 
loose leaf form are reissued in bound volumes as needed and supplied 
without extra charge. 


Write for Complete Details 


COMMERCE) CLEARING; HOUSE, ING, 


LOOSE LEAF SERVICE DIVISION OF THE CORPORATION TRUST COMPANY 


New York CHIcaAGo WASHINGTON 
EmpPiRE STATE BLOG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 





THE CORE ORATION TRUST: COMPANY 


120 BROADWAY, NEW YORK, N. Y. 


Postmaster—If undeliverable For Any Reason, notify 
sender, stating reason (and new address, if known, 


if addressee has moved) on postage for 
which is guaranteed. 
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What can I do? Fight? Not physically fit. Job in 
defense plant? No good at it. Civil service? Too 
many others who need it. What canI do? I havea 
little money. I could let the government take that— 
by buying War Bonds. But suppose America should 
lose—wouldn't I lose? Think of that! I might lose 
my money! My neighbor's boy—Jim—he’s lost his 
life—and I'm afraid of losing a little money! God 


forgive me—I was blind, but now I see. 
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